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This thesis sets out a journey which culminates in the development of an analytical framework, the ‘Organisational Creativity Appraisal’ which is intended to assist organisations in evaluating their ability to support and develop creativity. This framework is derived from the common thread of the thesis, which is drawn from a range of research and consultancy projects, and the resulting published work, spanning an eight year period, centring on the role of knowledge and creativity in the strategy and performance of organisations. 

The literature of strategy, learning and creativity increasingly recognises that organisational context is critical to the formation of strategy, to the content of the strategy and to its successful implementation. The thesis explores the ways in which learning and creativity, the basis of knowledge-based strategy, are influenced by organisational context or social architecture. The research explores the ways in which managers can gain greater understanding of the social architectures of their organisations so as to assist in supporting their strategic development.

The central core of the thesis is the nine published papers upon which it is based but it also derives from the broader perspective of my published work in the form of both articles and books. The thesis further draws upon my own experience as a leader and manager in the context of university business schools and as a consultant, researcher and developer in the context of a range of international private and public sector organisations. 

The work is based upon a premise that theory should inform practice and that practice should inform theory. The ‘Organisational Creativity Appraisal’ framework is informed by both theory and practice and is intended to assist in management practice. There is no assumption that management research can arrive at prescriptions for managerial and organisational behaviour. On the other hand management research can usefully inform management and organisational behaviour, as long as it is employed in a critically reflective manner. 























This thesis forms a narrative setting out the stages in a journey of discovery which is not, and probably never will be, complete. It is in many ways a narrative which retrospectively seeks to rationalise and give a common sense of purpose to a number of pieces of work each of which was in one sense contained but at the same time emerged as part of a consistent theme – the role of knowledge and creativity in the strategy of organisations. The publications span a period of eight years but have to be considered in the context of an academic career researching, teaching, consulting and training in the field of strategic management which goes back almost twenty years. This career has brought me into contact with various managers, organisations and academics which have shaped the direction and development of my work throughout that period of time. More recently, for the last five or six years I have found myself as a practicing strategist in my roles as a senior manager in a business school and a university. This direct exposure to bringing about strategic change in organisations has undoubtedly influenced and changed my thinking. At the same time it has confirmed and reinforced much of my thinking and this practice base has lent a far greater relevance to my work by forcing me to reflect far more critically as a leader on the purposes, processes, methods and organisational factors impacting upon creativity and strategic change in organisations.

Whilst this thesis is focused on and presents nine published papers, it is rooted in, and draws upon, a far wider body of my work in terms of both articles and books. In particular, some of the reflections upon the existing body of literature, and the conceptual thinking which shapes this thesis, were first published in two of the three books which I have co-authored. Although these books are not presented as part of the thesis they are widely referenced throughout the work.

It is important to stress that the thesis is not entirely retrospective and is, in fact, live in the sense that the ‘Creativity Appraisal’, presented as one of the major contributions of my work, is a tool which is still very much under development, even though it has been in use, in one form or another, for several years. 

In addition to being a journey in terms of my critical thinking on strategy, the work presented in the thesis, also presents what has been an even more dramatic and tempestuous personal voyage of discovery in terms of epistemology and methodology. A dominant positivist paradigm, and its often heavy reliance on quantitative approaches, has been largely replaced by a view of the world which is less certain, more questioning, more reflective and, in some ways more confused. The only certainty is that there are no certainties! At the same time, it is important to stress my conviction that the major raison d’etre for management research is to inform management thinking and practice. For me this connection is essential. Academic peer review is an essential component in evaluating the contribution of research but so are the views of practitioners themselves. In this context, while this thesis offers no prescriptions for managers, it does attempt to develop and present concepts, frameworks and tools which may be of assistance to them in strategy and strategising within their organisations.  











Table 1: PhD Articles:  Methodology and Methods, Contribution and related thesis chapters
Article	Methodology / methods	Contribution	Related thesis chapters
1. Stonehouse, G.H. and Snowdon, B. (2007) ‘Competitive Advantage Revisited: Michael Porter on Strategy and Competitiveness’, Journal of Management Inquiry, 16, (3), pp 256-273.	Personal interviewConceptual development	Overview of strategyDefinition of conceptsExploration of different approaches to strategyExploration of development of strategy as an academic disciplineIdentification of importance of impact of theory on practice	1, 3, 6, 7
2. Minocha, S. and Stonehouse, G.H. (2006) ‘'The Learning Trap - A Bollywood Frame for Strategic Learning', Management Decision, 44(10), pp 1344-1362.	Empirical – Theory buildingQualitativeInterviews 	Definition of strategic learningExploration of creativity in film making in Bollywood	1, 3, 4, 5, 6, 7
3. Stonehouse, G.H. (2005) ‘The Impact of National Cultures on Learning and Creativity in Organisations’, Refereed Paper in Proceedings of the International Conference ‘Knowledge-Based Economy and Global Management’, South Taiwan University of Technology, Tainan, Taiwan, November, pp 20-30	ConceptualTheory buildingNational case study example	Exploration of the impact of national and organisational cultures on learning and creativityDefinitions and conceptual development	5, 6, 7
4. Stonehouse, G.H. and Pemberton, J. (2005) ‘Learning to become a Knowledge-centric Organisation’ in Carbonaro, D. (ed) Technology Literacy Uses in Learning Environments, Idea Group Publishing, 2005	Empirical – Theory building Quantitative and qualitativeSurvey and interviews	Development of the learning audit tool	4, 5, 6, 7
5. Stonehouse, G.H. and Pemberton, J. (2002) ‘Strategic Planning in SMEs – Some Empirical Findings’, Management Decision, Vol 40 No 9, November, pp 853-861	Empirical – QuantitativeSurvey	Definition of strategic conceptsIdentification of lack of impact of many academic strategic frameworks on managers in their strategising	1, 3
6. Pemberton, J.D., Stonehouse, G.H. and Francis, M.S. (2002) ‘Black and Decker – Towards a Knowledge-centric Organisation’, Knowledge and Process Management, Vol 9 No3, July/September, pp 178-189	Empirical – Quantitative and qualitativeCase studySurveyInterviews	Exploration of the nature of learning and the impact of organisational context on learningInitial development of learning audit tool	1, 4, 5, 6, 7


7. Stonehouse, G.H., Pemberton, J., and Barber, C.E. (2001b) 'The Role of Knowledge Facilitators and Inhibitors: Lessons From Airline Reservation Systems’, Long Range Planning, Vol 34 No 2, May, pp 115-138	Empirical – Quantitative and qualitativeSurveyInterviews with key informantsParticipant observation	Development of theory of knowledge facilitators and inhibitorsRelationship between knowledge and core competence	1, 3, 4, 5
8. Pemberton, J., Stonehouse, G.H. and Yarrow, D. (2001a) ‘Benchmarking and the Role of Organisational Learning in Developing Competitive Advantage’ Knowledge and Process Management, Vol 8 No 2, May, pp 123-135 	Empirical – QuantitativeSurvey	Exploration of relationship between benchmarking and organisational learningVery early identification of the importance of auditing organisational context to understand learning potential	4, 5, 6, 7





Strategic management is still in the early stages of its development as an academic discipline. Although there is no single agreed definition of the term ‘strategic management’, and there is much disagreement about its scope, it can be broadly conceptualised as a set of theories and frameworks through which managers can envision and plan for the long term future of the organisation as a whole. Despite the lack of consensus on its definition, there is considerable agreement on the core activities involved in ‘doing’ strategy (McKiernan, 1997; Mintzberg et al., 1998a, Stonehouse et al., 2004). Strategic management, or strategising as it is sometimes called today, incorporates several interlinked activities including strategic thinking, strategic learning, strategic planning, and strategy implementation, review and adaptation.   

For many researchers in the field, strategic management has the purpose of assisting managers in the quest to achieve sustainable competitive advantage for the organisation (Porter, 1980;1985).  The quest for competitive advantage begins with the development of a long term vision or ‘strategic intent’ for the organisation (Prahalad and Hamel, 1990). This vision, and the strategy which aims to enact it, must be based upon strategic learning by the organisation about itself (in terms of resources, competences, activities, processes, systems, culture, structure etc.) and its environment (customers, markets, suppliers, competitors etc.) This strategic learning is intended to produce strategic knowledge (Nonaka, 1991) which enables the making of strategic decisions on the future direction of the organisation. Strategic planning engenders the setting of long objectives, and the development and implementation of plans designed to achieve them for the organisation. Such strategic plans must be reviewed and adapted in the light of changing circumstances.

1.3	Knowledge, Learning, Creativity and Strategy













Although there is considerable literature on strategy, organisational learning and knowledge creation, there has been far less research into the factors which enable and inhibit the development of knowledge-based strategies within organisations. The major contribution of my work to both knowledge and practice is in the development of a framework which supports organisations in analyzing their capability to create and apply knowledge in their competitive strategies.

The development of this framework began with the publication of the 1999 award-winning article ‘The Intelligent Organisation’ which set out a conceptual framework representing the juxta-position of individual and organisational learning in the creation of organisational knowledge as the basis of knowledge-based core competences. This article was partially conceptually based and partially based upon empirical work in the airline industry. The subsequent articles explore the origins and nature of strategy (Stonehouse and Snowdon, 2007) leading to the emergence of learning and knowledge-based strategies (Pemberton and Stonehouse, 2000), the nature of strategising (making and doing strategy) (Stonehouse et al., 2001, Pemberton, Stonehouse and Yarrow 2001, Stonehouse and Pemberton, 2002) while the remaining articles (Stonehouse and Pemberton 2005, Stonehouse 2005, Stonehouse and Snowdon 2007) investigate organisational attributes which impact upon the ability of organisations to create new knowledge efficiently and effectively. On the basis of the empirical and conceptual work a framework / management tool known as the ‘Knowledge-Creativity Appraisal’ was designed which has been employed within case study organisations to assist them in assessing their capability to create new knowledge, which serves as the basis of their competitiveness. It is the ‘Knowledge-Creativity Appraisal’ which represents the culmination of the contribution to knowledge and practice developed through the refereed publications presented.  










1.7	Research Aim and Objectives

The overall aim of this thesis is:

To develop a conceptual framework which assists organisations in the evaluation of their learning and creative potentials

In order to achieve this aim the main objectives of the thesis are:

1.	To investigate and critically evaluate the role of knowledge, learning and creativity in strategy and strategising
2.	To identify and critically evaluate the factors influencing learning and knowledge creation within organisations
3.	To situate the work of the author in the context of the literature of strategic management, organisational learning and knowledge creation
4.	To explain and evaluate the research methodology and methods which underlie the individual articles which comprise the main body of the thesis

1.8	Overview of Submission Document

This chapter has given an overview of the context and scope of the work providing the theoretical and methodological setting within which the research was conducted and the articles written. Chapter 2 considers the philosophical and methodological issues which I have faced and attempted to address in the course of my research and in developing its coherence. It explores a range of epistemological and ontological questions locating them in the setting of management research and in relation to the aims and objectives of the thesis. In addition to the philosophical and theoretical background the chapter explores the practical aspects of the research and its limitations.

Chapters 3, 4 and 5, respectively, represent a critical evaluation of the nature and purpose of strategic management, the role of knowledge learning and creativity in strategy and strategising and the importance of the organisational dimension (or social architecture) in determining the capability of organisations to create knowledge effectively. Each of these chapters also evaluates the contribution of my research to these aspects of the theory and literature of strategic management.

On the basis of this evaluation of my research and its contribution to the theory and literature of strategy, Chapter 6 sets out the need for organisations to be able to appraise their potential for learning and creativity and then critically evaluates my contribution, namely, the Knowledge-Creativity Appraisal. The Knowledge-Creativity Appraisal represents a tool which may assist organisations in assessing their capability for learning and knowledge creation.









The purpose of this chapter is to consider some of the methodological issues in my work and how they have been addressed. From a methodological perspective a PhD by publication is inevitably different from a more conventional PhD. In the case of a more conventional PhD many of the methodological issues will have surfaced early in the research and are addressed throughout the project, with only minor adjustments made at the end. The opposite is true in the case of a PhD by publication. The methodological issues may often only be considered superficially as each piece of research is undertaken. Many of the issues of philosophy, epistemology and ontology are only explicitly addressed at the end of the process. For this reason I do not intend to undertake a detailed discussion of the various dimensions of research methodology, rather I wish to explain my own developmental journey in the course of researching and writing the articles which comprise this thesis. Essentially my approach is that of pragmatism in that I do not wish to be categorised or confined by any particular ontology or epistemology. I certainly have no conviction that objectivity is possible or essential, nor that a positivistic approach is superior to others. Neither can I be convinced that seeking a degree of objectivity is undesirable. I also have a belief that mixed methods (quantitative and qualitative) are a highly practical means of investigating many management subjects. As Hammersley (1996: 312) puts it:  

“the notion of different research paradigms defies the ways in which research is carried out in practice.” 

Furthermore, Bernstein (2000) argues that as the boundaries are eroded between social science disciplines, there is a definite move away from using separate research paradigms towards a more unified approach. This has certainly been my experience as a researcher in the field of strategic management.

2.2	Research Philosophy, Epistemology and Ontology

From my perspective my personal views on social reality rank equally alongside the nature and purpose of the research to be conducted in terms of determining my approach. Whilst I have some sympathy for the postmodernist and interpretivistic view that there are no absolute truths in complex social behaviour, I still have a strong belief that research and theory can play an important role in assisting in improving the performance of organisations and the individuals who make them up. My view is that while the outputs of management research can never be positivist and prescriptive, they can inform and guide the actions of managers and organisations.  In my case the purpose of my research is to inform the practice of management, in the particular sphere of seeking to assist in enhancing the creative potential of organisations and their ability to translate creativity into their practice and business activity. This is the aim which underlies my research approach. 

From this point of view, it is unsurprising that my approach has essentially grown to be most heavily influenced by pragmatism:

‘With their feet firmly planted in the ground, pragmatists have been at considerable odds with these conventional theoretical and procedural perspectives. From the start, the pragmatist point of departure has been that the social world – whatever its levels or dimensions – is a matter of practice.’ (Seale et al. 2004: 4)

I share the view that ‘The real is never abandoned by the pragmatist, but rather sensibly put to the test of everyday life.’ (Seale et al. 2004:4). This approach combines rigour with a desire for practical and applicable outcomes and similarly encourages  the use of ‘many and varied methods and procedure’ (Seale et al. 2004:5). Whilst my approach draws upon a postmodernist and social constructionist perspective that it is inappropriate ‘to vet what people say for its ‘accuracy’, ‘reliability’, or ‘validity’ (Seale et al., 2004:129) I nevertheless think that rigour demands that we employ a range of methods to identify confirmations and contradictions within the views and data that we gather in our research.

2.3	Mode 2 Research and its Methodological Implications

Of course, an essential component of my pragmatic approach is a wish to advance both management knowledge and practice. The advancement of management knowledge is important, and it is important that the research undertaken is rigorous (Huff, 2000; van Aken, 2005; Peirce, 1960). It is equally as important that the research is relevant to the practice of management. On this basis Pettigrew (2001) argues that management research should simultaneously pass the ‘double hurdle’ of rigour and relevance, in the sense that the research should inform the practice of managers. A number of writers have identified and discussed the gap between management research and its impact on practitioners (Gibbons et al., 1994; Tranfield and Starkey 1998; Hodgkinson, 2001; Van Aken, 2005). In the course of this debate these researchers made the important distinction between Mode 1 and Mode 2 knowledge production. Mode 1 knowledge production is characterised as being ‘purely academic and mono-disciplinary, while Mode 2 is multidisciplinary and aims at solving complex and relevant field problems’ (van Aken, 2005).

By implication Mode 2 research seeks to inform practice and performance in the field of management and this has been fundamental to all my work. Mode 2 research has the twin purpose of a rigorous approach to the conduct of the research and equally requires the production of ‘knowledge for action’ (Argyris, 1993). Van Aken (2005) suggests that much of the academic research in organisation and management is Mode 1 and is based upon the approach in the explanatory sciences (e.g. natural sciences and sociology) and the main purpose is to ‘describe, explain and predict’.   Mode 2 research, on the other hand, is more inspired by the ‘design sciences’ like medicine and engineering, where the main purpose is to develop knowledge that will be used by professionals in the design of solutions to real problems. Stonehouse and Pemberton (2002) point out the immaturity of strategy as a discipline in that its tools and techniques are not widely employed by practitioners, particularly in smaller enterprises and even in larger enterprises usage is patchy.

In business and management there has been a reluctance among academics to make generalisations and prescriptions for behaviour. This partly arises from a recognition of the complex nature of social organisations which may well preclude prescriptions for action but need not preclude guidance and advice. There is also a natural scepticism of management literature, often termed airport lounge literature, which makes bold assertions but obviously lacks rigour (Burrell, 1989).  

Perhaps what is required is a slightly more conservative approach where management research and theory inform, rather than prescribe, management decisions. This is very much in line with research in the ‘design sciences’. Whereas research in the ‘natural sciences’ is based upon seeking ‘truth’ in the sense of building shared explanation and understanding of how and why things happen, the ‘design sciences’ go beyond this into seeking to produce knowledge which will inform and assist decision-making, problem solving, and action. Rather than seeking to form algorithmic rules for prescriptive decision-making it is more useful to develop guidelines which are heuristic in nature and act as design exemplars (van Aken, 2005). Such heuristic guideline rules mean that management practitioners can arrive at solutions to their problems which are informed by the research, theories and experience of other practitioners and academics in their area (van Aken, 2005).  






The time period over which my research has been conducted and its broad scope suggests that a range of methods will have been employed. This is indeed the case but the methods used have been more influenced by a desire for rigour together with a belief that different methods are more appropriate for gathering different types of views, data, perspectives and information. Webb (1966) argues that researchers often use a variety of methods to triangulate their work and further confirm their ideas.

Quantitative methods have the advantage of making it possible to obtain data which gives a macro level view of a subject in a relatively short period of time combined with an ease of processing and analysing. On the other hand they are far less effective at a micro level in gaining individual views and the subtleties that lie behind them. Denzin and Lincoln make an important distinction:

“Both quantitative and qualitative researchers are concerned with the individual’s point of view. However, qualitative investigators think they can get closer to the actor’s perspective through detailed interviewing and observation. They argue that quantitative researchers are seldom able to capture their subjects’ perspectives because they have to rely on more remote, inferential empirical methods and materials.” (Denzin and Lincoln, 2000: 10)

Perhaps more importantly, ‘quantitative and qualitative data need to be treated as broadly complementary, though not necessarily as compatible…’ (Denzin, 1970). They provide different perspectives which may or may not be complementary but certainly make for better understanding.

My approach to research has certainly evolved over time but I still have a belief that a mix of methods give different perspectives and shed light on a situation in different ways as well as contributing to the rigour of the research. I share Hammersley’s (1996: 314) view that multi-method approaches can be used to interpret data in three ways for interpreting data:

(1)	triangulation or corroboration of quantitative data through qualitative data and vice versa
(2)	facilitation of collection of one type of data by another (interviews to help design a questionnaire etc)
(3)	complementarity – where two different sets of data are used to employ different but complementary aspects of an investigation. 





My research has not been heavily influenced by a view that there are competing research paradigms. I have embraced an awareness of them and I have undoubtedly moved from the positivistic end of the spectrum to a position which embraces a more subjective perspective. I still retain a desire to conduct research of a Mode 2 nature which necessitates rigour and informs (but does not dictate) management practice. It is therefore no surprise that my research employs a mix of quantitative and qualitative approaches. The research upon which Stonehouse and Pemberton (1999), Pemberton and Stonehouse, Stonehouse et al. (2001), Stonehouse and Pemberton (2002), Stonehouse and Pemberton (2005) and Minocha and Stonehouse (2006) is all essentially mixed method based. 









The unifying thread of this thesis is strategic management. This chapter explores the nature, purpose and evolution of strategic management, together with a range of different approaches which can be adopted to it. It then examines the need for adopting a more holistic approach to the subject and the need to consider strategic situations from a range of different perspectives and through a range of theoretical lenses so as to gain a better understanding of the issues involved and the actions required. It then concludes by critically evaluating my contribution to the development of the subject and its concepts and tools.

3.2	Strategy – Thinking, Decisions, Leadership and Management

All social organisations, whether business or otherwise, exist for a specific set of explicit and implicit purposes and related goals.  For businesses the purposes and goals centre on providing goods or services to customers in a way which is profitable. The primary focus for business is on achieving profit through performance improvement which results in what might be termed ‘competitive advantage’ or ‘superior performance’. At the same time there is increasing pressure on public sector and 'not for profit organisations', like the health service, education and charities, to provide high quality service at the same time as making efficient use of their resources. They strive to achieve competitive advantage or value for money services can be regarded as the domain of strategy and strategic management. An organisation’s strategy can be regarded as the determination of an organisation’s long terms objectives and goals and means (plans, policies and actions) through which it seeks to achieve them.

The interchangeable usage in the literature of strategy can cause considerable ambiguity and confusion. It is therefore necessary to identify and distinguish between some of the key terms in the literature, specifically, strategic management, strategic thinking and leadership, strategic learning and strategic planning (Stonehouse and Pemberton, 2002). 

Strategic management is perhaps best regarded as a collection of theories, frameworks, tools and techniques, drawn from research and business practice, which are intended to assist managers in understanding the position and performance of their organisation as a basis for the development and implementation of strategies and plans designed to deliver sustained improvements in organisational performance. Such improvements depend upon strategic thinking and leadership which relate to the ability of an organisation’s  leaders to look creatively and strategically into the future, thus deriving the vision and ‘strategic intent’ which act as the basis of competitive advantage (Prahalad and Hamel, 1990). Such strategic thinking is based upon strategic learning, which is concerned with the processes by which leaders and organisations learn about themselves which, in turn, form the basis of the new knowledge and creativity upon which superior performance is based (Nonaka, 1991).





Perhaps the most important objective of strategic management and strategy is the achievement of competitive advantage. Competitive advantage is the ability of an organisation to outperform its competitors.  Sustainable competitive advantage is the ability of the organisation to outperform its rivals over a sustained period of time.  There is no single measure of competitive advantage. Instead there are several indicators which, if viewed over time, serve as evidence that an organisation is achieving sustained superior performance. These indicators (Stonehouse et al., 2004) include:

	Brand awareness and customer perception – widespread awareness of a brand among consumers and a perception that it provides better ‘value for money’ than competitors
	Profitability – above the industry average
	Pricing – evidence of the ability to command a premium price
	Market share – a larger market share than competitors
	Return on investment – above the industry average
	Efficiency – lower unit costs than competitors





Although the main raison d’etre of strategy and strategic management is to provide explanations of how organisations can achieve and sustain superior performance, there is no universal agreement among theorists, nor among practitioners, as to how this can be accomplished. This can be explained in terms of the youth of strategy as a discipline. It is necessary to explore the various schools of thought within the discipline in order to gain a greater understanding of what researchers and practitioners suggest may deliver competitive edge.

3.4	Approaches to Strategy and Strategic Management

The origins of strategy as an academic discipline can be found in the 1960s. It has diverse roots in a range of disciplines which include “industrial economics, marketing, finance, psychology, the behavioural sciences and military history and tactics” (Stonehouse and Snowdon, 2007: 257).  It is therefore not surprising that debate continues on the subject of its key concepts and frameworks. Researchers have tended to approach the subject from the perspective of one or other of strategy’s ‘root’ disciplines. For example, Professor Michael Porter, one of the subject’s founding fathers has an approach which is drawn from industrial economics, while Professor Henry Mintzberg adopts an approach which is rooted in management and the behavioural sciences.

Several writers have attempted to create typologies of strategic management. McKiernan (1997) identifies four well established approaches to strategic management: the ‘Prescriptive Approach’ (also called the ‘Deliberate’ or ‘Planned Approach’); the ‘Emergent (or Learning) Approach’; the ‘Competitive Positioning Approach’; and the ‘Resource, Competence and Capability Approach’.  Mintzberg et al. (1998), in the Strategy Safari, identify ten schools of strategy: the Design School; the Planning School; the Positioning School, the Entrepreneurial School; the Cognitive School; the Learning School; the Power School; the Cultural School; the Environmental School; and the Configuration School. For the purposes of this thesis the McKiernan typology is reviewed and employed, on the basis of the clarity with which it explains developments within the subject. A fifth approach, advanced by the author, will be considered in the concluding stages of this chapter

The literature of strategic management sometimes presents these schools of thought as being entirely distinct and contradictory. This premise is explored later in this chapter together with a view that the schools may, in reality, be seen as interdependent and complementary, providing different perspectives and frames through which strategic situations can be viewed and through which strategic decision-making can be assisted. Each school provides different tools and frameworks which aid managers in what we can call strategising – the making and doing of strategy.





The ‘planning school’ of strategic thinking is often referred to with the alternative terms of the prescriptive or deliberate or planned approach. It is developed from the view that competitive advantage is best achieved through a process of detailed long term planning which seeks to achieve a 'fit' between the strategy of the business and the environment in which it operates. According to Stonehouse et al. (2004) “This approach views strategic management as a highly systematised and deterministic process (Ansoff, 1965; Argenti, 1974, Andrews, 1987)”, with each stage of the strategising process being highly structured and prescribed. 

Of course, there are certain obvious advantages of systematized planning, especially in large complex organisations where focus, co-ordination and management of activities and resources are difficult but absolutely essential to successful performance (Stonehouse et al., 2004, Stonehouse and Pemberton, 2002). Planning requires the structuring of complicated data and information, it ensures that there are clearly defined and understood organisational objectives throughout the business, it facilitates the setting of targets and indicators against which performance can be monitored, and it generally assists in the functions of co-ordinating and managing the business.

Most vocal among the critics of the planning school has been Henry Mintzberg (Mintzberg, 1990, 1993, 1994a, 1994b; Mintzberg and Waters, 1985, Mintzberg et al. 1995, 1998a, 1998b) who points out that there have been spectacular failures in strategic planning and that there is often a significant gap between planned and actual (‘realised’) strategy outcomes. There are several factors which may account for such a ‘gap’ including the complexity and dynamism of the business environment (Stacey, 2000) which can be very chaotic and complex. The information upon which planning is based can, accordingly, be uncertain and often inaccurate. To adopt rigidly defined plans based upon incomplete information may result in flawed decision making. Accordingly, strategies must be adapted to take advantage of unanticipated opportunities and to deal with unanticipated threats.

The prescriptive paradigm of strategic management has been criticized as being unrealistic particularly in times of rapid and turbulent change. Nevertheless, the need to set long-term objectives and to formulate broad plans and policies is necessary for the survival and progression of any organisation.  Detailed and inflexible long term planning is, on the other hand, unnecessary and often counterproductive.  Competitive advantage can be gained by being opportunistic and taking advantage of unforeseen opportunities.

3.4.2	The Competitive Positioning School

The competitive positioning paradigm, drawing largely on the work of Porter (1980 and 1985) dominated strategic management in the 1980s. It also emphasises the idea of ‘strategic fit’ between the organisation and its environment so as to achieve competitive advantage, terming this as ‘competitive positioning’. The approach is often described as ‘outside-in’ as the initial emphasis is on analysis of the environment before determining how to achieve a strategically desirable position. Porter’s frameworks, the five forces (used for analysing the organisation’s competitive environment), generic strategy (used to identify sources of competitive advantage) and the value chain (used to analyse the activities and resources of the organisation) still, more than 20 years after their development by Porter, provide some of the most useful tools of strategic analysis in use today.  

The five forces framework (Porter, 1980) is a tool which assists managers of a business in the assessment of:

“both the attractiveness (potential profitability) of its industry and its competitive position within that industry through an evaluation of the strength of the threat of new entrants to the industry; the threat of substitute products; the power of buyers or customers; the power of suppliers (to firms in the industry); and the degree and nature of rivalry among businesses in the industry. According to Porter, the potential for a firm to be profitable is negatively associated with increased competition, lower barriers to entry, a large number of substitutes, increased bargaining power of customers and suppliers.” (Stonehouse and Snowdon, 2007: 257).

Following this analysis of the competitive environment Porter (1985) suggests that an organisation can develop a generic competitive strategy of ‘differentiation’ or ‘cost leadership’, capable of delivering superior performance by appropriately positioning the firm in its industry. A ‘cost leadership strategy’ is based upon being the lowest cost producer of a product or service. In this case the firm earns above average profits by charging a similar price to competitors but incurring much lower costs of production. A ‘differentiation strategy’ requires the firm to create the perception that its product or service is superior to that of competitors, through factors like design, brand, quality, performance, so that the firm can charge a premium price for its products. This will again enable a firm adopting such a strategy to earn above average profits. Both the costs leadership strategy and the differentiation strategy can be employed across all market segments (broad-based strategy) or they can be deployed in a single market segment in the form of a focus strategy. According to Porter (1985), failure to adopt differentiation or cost leadership strategy will result in competitive failure as the firm will be ‘stuck in the middle’, in terms of competitive position and so be unable to achieve superior performance.

The final plank of Porter’s thinking lies within the value chain framework. Porter (1985) argues that firms seek to add value to the inputs to their processes so that the final value of the outputs (products) exceeds the value of the resources used in their creation, so resulting in profit.  According to Stonehouse et al. (2004) “Competitive advantage depends upon the ability of the firm to organize its resources and value adding activities in a way which is superior to its competitors.” Value chain analysis is a technique developed by Porter (1985) for understanding a firm's value adding activities and the relationships between them.  

The purpose of value chain analysis is to permit managers to identify where value is currently added in their firm’s system and where there is potential to add further value in the future by reconfiguration of activities.  In Porter's framework value is added as result of activities and the linkages between them.  Porter divides business operations into primary and support activities. Primary activities (inbound logistics, operations, outbound logistics, marketing and sales, and service) are those which directly contribute to the production of the goods or services and its provision to the customer.  Support activities (firm infrastructure, human resource management, technology development and procurement) are those which aid primary activities. Through value chain analysis and subsequent reconfiguration of value adding activities to support its generic strategy, the firm can achieve competitive advantage.

The five forces, generic strategy and value chain frameworks represent powerful tools for managers in establishing the competitive positioning of their business and they represent “the centerpiece of the Competitive Positioning Paradigm” (Stonehouse and Snowdon, 2007: 257).  

The competitive positioning school, and Porter’s work in particular, has been criticized as being prescriptive and static in nature. The five forces framework simply gives a snapshot at a single point in time, and changes in the business environment mean that such analysis is of limited value. Porter identifies the industry as being the single most important determinant of profitability. The degree of competition, as indicated through the relative strengths of the five forces, will give an indication of which industries are the most profitable to operate within. Other researchers (Rumelt, 1991, Baden-Fuller and Stopford, 1992) have pointed out that industry profitability may not be the single most important determinant of the profitability of individual firms within them. The firm itself may be an even more important determinant of its profitability. Highly profitable firms can exist in highly competitive, and perhaps less profitable, industries. Rumelt (1991) found that only 10.3 per cent of the profitability of business units could be directly explained by choice of industry so that firm specific factors were, arguably, of greater importance.  There are some flaws in this reasoning as Rumelt attributes 44.5 percent of firm profitability to unexplained factors. These factors could well prove to be industry specific. In 1997 McGahan and Porter conducted a broader and more rigorous study than that of Rumelt and they concluded that it was impossible to separate the influence of the firm from competitive environment in which it operates. Their findings suggest that the industry in which a firm operates directly accounts for 19 percent of variation in business specific profits and 36% of explained variation (McGahan and Porter, 1997).  It can therefore be concluded that although firm specific factors can be of significant importance, industry factors are equally significant.  

Criticisms of the generic strategy model have been equally as significant (Miller, 1992, Mintzberg et al., 1995). There are many examples of companies which operate a strategy which is a conscious ‘hybrid’ of differentiation and low cost. Rather than being ‘stuck in the middle’ and uncompetitive, they are often highly successful businesses. Toyota and Tesco are prominent examples. The resource-based school (see below) has raised further questions as to whether any strategy which is ‘generic’ can result in competitive advantage. They argue that competitive edge can only arise from firm-specific core competences (Prahalad and Hamel, 1990).

Despite these criticisms, Porter's frameworks are probably the most widely used by practicing managers seeking to form business strategies (Glaister and Falshaw, 1999, Stonehouse and Pemberton, 2002.) 

3.4.3	The Core Competence School

The 1990s saw the emergence of a school of thought in strategy which proposed that competitive advantage arises from an organisation’s internal developed core competences or distinctive capabilities rather than from its environment (Prahalad and Hamel, 1990; Hamel and Prahalad 1994; Stalk, Evans and Shulmann, 1992; Kay, 1993; Heene and Sanchez, 1997). While Porter (1980, 1985) had placed emphasis on the industry as a determinant of profitability and competitive advantage, this group of researchers and writers suggested that the organisation and, in particular, its core competences or distinctive capabilities, were the most important source of competitive edge (Rumelt, 1991; Baden-Fuller and Stopford, 1992). As a consequence the approach can be categorized as 'inside-out' in that competitive advantage arises from development of their own core competences or distinctive capabilities and then putting them to work in the competitive environment. It is evident that those organisations in an industry which possess competitive advantage have developed core competences  or distinctive abilities which distinguish them from their competitors. Clearly some organisations in the same industry are more successful than others suggesting that competitive advantage has a strong base internal to the organisation.

Prahalad and Hamel (1990) contend that businesses must identify, develop and exploit their core competences. They suggested that:

 “competitive advantage arises from internally developed core competencies or distinctive capabilities based on knowledge developed through organisational learning” (Stonehouse and Snowdon, 2007: 259)  

The organisation must then leverage or exploit these competences in appropriate industries and markets.

The approach can be criticized on several grounds. Firstly, it lacks the well developed analytical frameworks of the competitive positioning school. McKiernan (1997). As a consequence the approach lacks the academic rigour and practical applicability of its major rival, the competitive positioning school. It is rather is ironic that it is Michael Porter who “developed one of the most useful tools for internal resource analysis in the value chain.” (McKiernan, 1997: 696 ). Secondly, its internal focus may mean that the importance of the competitive environment is under estimated. There is strong evidence that successful organisations must be sensitive to customer needs, paying careful attention to the business environment (Prahalad and Hamel, 1990, Narver and Slater, 1990, Greenley and Oktemgil, 1996). They suggest that business must be market driven and sensitive to customer needs. There is a danger if such an approach is too internally focused that environmental factors such as customer needs, competitor behaviour, changes in technology may not be given sufficient attention when clearly they have significant impact on competitive performance (Stonehouse et al., 2004).

The emphasis on organisational learning as a source of competitive advantage has resulted in renewed interest in knowledge as an organisational competence (Quinn 1992, Grant 1997, Sanchez and Heene 1997, Demarest, 1997). The resource based approach also emphasises the potential advantages of collaboration between organisations whose competences are mutually complimentary (Sanchez and Heene, 1997). 

Developments in information and communications technology have transformed collaborative relationships so that co-operating organisations can be characterised as what have become known as ‘virtual’ corporations (Davidow and Malone 1992). It is therefore no longer sufficient to analyse the strategies of individual organisations. The dynamics of linked organisations and their strategies must be examined.

3.4.4	The Emergent or Learning School

The final of McKiernan’s four schools of strategic thought is the emergent or learning school (Lindblom, 1959; Mintzberg and Waters, 1985; Mintzberg et al., 1995).  These writers emphasize the view that the dynamic and hypercompetitive business environment of the late 20th and early 21st century is a source of considerable uncertainty for strategists. The consequence is that there will almost always be a gap between the ‘planned’ and ‘realised’ strategies of organisations. The dynamic and changing environment means that businesses must change and adapt strategy incrementally on the basis of organisational learning. This approach plays down the importance and effectiveness of strategic planning. 

The alternative to planned strategy is then that strategy ‘emerges’ over time (Lindblom, 1959, Mintzberg and Waters, 1985, Mintzberg, Quinn and Ghoshal, 1995). Some writers have gone as far as to suggest that in the face of a chaotic environment, organisations simply 'muddle through'. Quinn’s research (1978) however, contradicts this view proposing instead that businesses adapt their strategies to changing environmental factors. This approach of evolving strategy over time in response to circumstances is known as logical incrementalism. 





3.5.1	Learning, Creativity and Knowledge-based Strategy

It is evident from the preceding discussion of the development of thinking in strategic management that, at both the conceptual level and the pragmatic level of business, it would be helpful to take a holistic view of strategy. Each of the schools of thought gives a different lens through which to examine strategic issues, problems and decisions. The making of strategic decisions in the practical context of business, in fact, necessitates examining issues and problems from several different perspectives. The concepts, tools and frameworks from each of the schools of thought can contribute to providing these alternative perspectives on a strategic situation.

It is in this respect of bringing together the research and concepts of the different schools into multidimensional frameworks that I have made my first significant contribution to the development of thinking in strategic management and to facilitating its use in strategic decision making in organisations. 

My contribution lies in furthering the development of thinking in the discipline strategic management. I have contributed to clarifying some of the major concepts in the discipline including those of competitive advantage and strategic planning, strategic management, strategic thinking and strategic leadership (Stonehouse and Pemberton, 2002). The clarification of these concepts is important both to the development of the subject discipline and to its being embraced by management practitioners. This contribution has been augmented by exploring and evaluating the extent to which the analytical frameworks developed by thinkers and researchers in the discipline are actually employed by practitioners in the business world in their strategising (Stonehouse and Pemberton, 2002). The evidence suggests that, in this respect strategy is still in its infancy as demonstrated by the limited use of the academic frameworks by strategic management practitioners, particularly within SMEs, that we found in our research. 

A second strand to my contribution lies in helping to evolve a holistic approach to the subject area (Stonehouse and Pemberton, 2002; Stonehouse and Snowdon, 2007; Stonehouse et al., 2004). Such an approach comprises all the dimensions of the organisation (its resources, capabilities, core competences, strategies, systems and activities) and its relationships with the environment (customers, suppliers, competitors, government, legislation, technology etc.). Previously the discipline had tended to be factionalized into divergent schools of thought (Mintzberg et al., 1998a, McKiernan, 1997).  

The holistic approach is derived from aspects of each of the schools of thought in strategy, which have been blended into a derivative of the learning approach, which can perhaps best be termed the learning and knowledge-based approach to strategic management. The roots of this approach can be found in the work of Nonaka (Nonaka, 1991; Nonaka and Takeuchi, 1995; Nonaka et al., 2000; Senge, 1990a, 1990b; Demarest, 1997). I have contributed to the development of this approach in several of my publications: Stonehouse and Pemberton, 1999; Stonehouse et al., 2001; Pemberton and Stonehouse, 2000; Stonehouse and Snowdon, 2007.  The central thinking of this approach is that improved performance and competitive advantage arise from the development by organisations of new and superior knowledge through the processes of organisational learning and creativity, in the sense of knowledge creation and application. I have argued that:

 “it is the knowledge-based approach that currently offers the best perspective from which to analyse the determinants of an individual firm’s competitive edge.” (Stonehouse et al., 2001: 116). 

Whereas the competitive positioning and core competence (or resource-based) approaches to strategy were seen as being virtually polar opposites I have attempted to demonstrate that:

“Strategy and strategising are by their very nature eclectic and will draw upon a range of viewpoints and disciplines.” (Stonehouse and Snowdon, 2007: 260). 

My work has also highlighted some of the past inadequacies of the discipline in the context of a rapidly changing and complex environment. The conventional approaches to strategy tended to be rather static (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000, Stonehouse et al., 2001, Stonehouse and Pemberton, 2002; Stonehouse and Snowdon, 2007).  The approach to strategy based upon learning and creativity, advocated throughout my published work and developed in the subsequent chapters of this thesis, has contributed to development of both a dynamic approach to the subject and the development of analytical frameworks which are suitable for use in a dynamic and complex environment.

Furthermore, I have argued that “competitive advantage arises from the ability of a business to create new knowledge and protect its knowledge assets from competitors.” (Stonehouse et al., 2001: 119). In terms of the practice of strategy, this 2001 article contained a Manager’s Guide to building and sustaining competitive advantage through knowledge-based strategy.









This chapter begins to focus on knowledge, learning and creativity in terms of their role and importance in contributing to the competitive advantage of organisations. The previous chapter set out some of the approaches which can be adopted to strategic management and explained my contribution to them and towards developing a more holistic view of making and doing strategy. Within this chapter the nature and potential of knowledge, learning and creativity are explored in relation to strategic management. 

4.2	The Knowledge-Based Approach to Strategy

In the last decade or so, research in the field of strategy has shifted its attention to exploring the role of knowledge, learning and creativity in acquiring and sustaining competitive advantage (Senge, 1990a, 1990b; Nonaka, 1991; Argyris, 1992; Nonaka et al., 2000; Skyrme, 2000; Davenport and Prusak, 1998; Stonehouse and Pemberton, 2005; Stonehouse and Pemberton, 1999; Stonehouse, 2005). This work has focused on seeking to understand the nature and strategic importance of:
	knowledge
	its creation and management (incorporating organisational learning)
	the organisational factors which facilitate or inhibit its creation and management 
The knowledge-based approach to strategic management is not divorced from nor generally in conflict with the other schools of thought discussed in Chapter 3. In fact, it is complementary to them, contributes to their development and draws upon their literature (Stonehouse et al., 2004). This chapter is concerned with developing understanding of knowledge and its creation, in the context of strategic management, while Chapter 5 examines the organisational dimension of the literature and my contribution to it.

4.3	The Nature of Knowledge

The nature of knowledge is difficult to understand, and the quest to gain greater understanding has taxed many of the greatest thinkers for centuries, from the ancient Greek philosophers to the present time. It is beyond the scope of this thesis to revisit much of this debate. Instead it is useful to summarise the stance taken on the nature of knowledge throughout the publications presented here, so that we can concentrate on those aspects of knowledge which are most relevant to strategic management. In short, the following quotation summarises the understanding of the nature of knowledge which runs consistently throughout my work:

“Knowledge is a complex phenomenon: it is dynamic and constantly developing; it is social in nature and develops through the ideas of individuals and groups; it exists in a number of formats including tacit and explicit, as well as individual and organisational. While many definitions and perspectives of knowledge abound, from an organisational perspective, the key elements can be crystallized into:

	Knowledge consists of the facts, principles and procedures that govern the development and activity of the organisation;
	Organisational knowledge is embodied in the culture, products/services, processes, technology of the organisation;
	Knowledge can be explicit (formalised, transmittable and expressed systematically) or implicit (residing in the mind and expertise of the individual, being therefore difficult to articulate and share);
	New knowledge changes the way that the organisation goes about its business and the nature of its products and services;
	Knowledge is created both within the minds of individuals and through interactions between individuals and groups.” (Stonehouse, 2005: 21)

In order to gain and sustain competitive edge organisations must continuously create new knowledge as well as managing existing knowledge effectively and efficiently through processes of knowledge management. This ensures that organisational knowledge is embodied within the organisation’s core competences and value adding activities.  There is therefore a direct connection between the knowledge-based approach and its antecedents in the learning and core competence based approaches to strategic management. (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Prahalad and Hamel, 1990)

As already stated knowledge can be regarded as a shared collection of principles, facts, skills, and rules which govern the performance of the organisation (Demarest, 1997; Stonehouse and Pemberton, 1999). Knowledge can take several different forms. It can be explicit or tacit (implicit) (Nonaka, 1990; Demarest, 1997; Nonaka et al. 2000; Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000). Explicit knowledge is tangible, is readily available, clearly stated, and available to others in a range of formats and media. For example, the knowledge presented in a book or an article is largely explicit knowledge. Such knowledge can be relatively easily transferred from individual to individual and shared across an organisation. Tacit or implicit knowledge can perhaps be best understood as the expert knowledge of individuals gained from their experience which resides largely inside their own mind. It is by nature more difficult to record, store, transfer, understand and share. Individuals are often head-hunted by organisations for their tacit knowledge and the evident difficulties in acquiring such knowledge by any other means. Tacit knowledge can be an important source of competitive advantage to an organisation because of the difficulties for competitors in copying something so intangible. On the other hand, there is significant danger of losing competitive advantage if such individuals leave the organisation, particularly if they join a competitor. 

Knowledge can also be individual or organisational. Organisational knowledge is that which is generally shared among the members of an organisation. It is often explicit, as written down in instructions and manuals, but can be tacit as evidenced in the organisation’s culture which exists in a mainly intangible form. Competitive advantage depends upon both explicit and tacit knowledge and upon individual and organisational knowledge (Nonaka et al., 2000). An understanding of the nature of these forms of knowledge is therefore essential.

Knowledge inevitably begins its life as tacit, individual knowledge (Pemberton and Stonehouse, 2001). The dilemma for organisations is to share such ‘expert knowledge’ among its members without it coming into the hands of competitors. In terms of sharing knowledge within the organisation, this is achieved through a combination of behaviours, systems, processes and technologies, and indeed by the fact that some tacit knowledge is inevitably transformed into explicit knowledge over time. Competitive advantage is inevitably to some extent dependent on the ability of the organisation to share knowledge among relevant members efficiently and effectively through its knowledge management practices and systems. This is explored more fully in the subsequent sections of this chapter and in the subsequent chapters of this thesis.

At the same time organisations take steps to protect their knowledge from their competitors so as to attempt to prolong and sustain the competitive edge which it gives and to protect the investment made in achieving that advantage (Stonehouse et al., 2001). This can be achieved through various actions and through the law in terms of intellectual property legislation, including patents and copyrights.

It is important to note that knowledge which remains unused in the sense that it is not employed or embodied within the organisations, systems and procedures, core competence, products and services will not give competitive advantage (Pemberton and Stonehouse, 2000). Knowledge must be embodied into a firm's knowledge assets which include its core competences, technology, value-adding activities, processes, systems, procedures, technology, structures, products and services and so on. Examples of such embodiment of knowledge, include the knowledge of design and engineering technology which form the basis of Porsche’s core competences or the knowledge of software design embodied in Microsoft’s products which gives it such huge competitive edge. 

It is evident that organisational knowledge concerns any aspect of business activity (examples include research and development, sourcing, production, marketing, distribution) and that it is the continuous creation of new knowledge, embodied in core competences, value adding activities, technology, products and services, which delivers and sustains competitive advantage. Competitive advantage depends upon both explicit and tacit knowledge. It is rather paradoxical that, at one level, tacit knowledge gives competitive advantages which are intangible and therefore difficult for competitors to emulate but that, at the same time, this intangibility makes it difficult for organisations to convert individual knowledge into organisational knowledge, thus spreading its benefits further.

4.4	Knowledge Creation, Organisational Learning and 
	Knowledge Management

The preceding section made the case that acquiring and sustaining competitive advantage is dependent upon continuous creation and exploitation of new knowledge by organisations. It is therefore important to understand the processes and systems through which knowledge is created and managed within organisations. This section discusses these concepts and the relationships between them so as to increase understanding of how organisations can create and manage knowledge more effectively thus giving a greater possibility of improving their competitive performance.

The terms knowledge creation, organisational learning and knowledge management are often used interchangeably. This can be misleading and, as a consequence, it is necessary to clarify the terms and the relationships between them as presented in the published articles which form this thesis. Knowledge management is best regarded as an umbrella term which relates to the people, processes and systems which are directly concerned with the management of knowledge within the organisation. As well as managing existing stocks of knowledge it also encompasses organisational learning and knowledge creation. Organisational learning involves the acquisition of knowledge by the organisation and its members and the sharing of that knowledge. Knowledge creation is the creation and exploitation of new knowledge by the organisation. Clearly organisational learning and knowledge management are necessary but are not sufficient for the creation of new knowledge. Organisational learning and knowledge management allow the organisation to acquire knowledge, often knowledge which is already in existence.  Knowledge creation is concerned with creativity resulting in the creation of completely new knowledge and its deployment in the competitive endeavors of the business. It is the case that organisational learning and knowledge management facilitate creativity but they do not guarantee it. As the definitions of these concepts have evolved over time there is inevitably still some ambiguity in the literature in their usage.

4.5	Organisational Learning and Creativity

Organisational learning is a key element of knowledge creation and is comprised of two components of learning: individual and organisational. Individual learning is this initial stage of learning within organisations (Kamoche, 1997). It is individuals who are the instigators and originators of learning and the creativity which leads to new knowledge. Equally, “the individual learning process and the acquisition of knowledge is undoubtedly accelerated and enhanced by the sharing of information and ideas, accompanied by an openness that encourages questioning, debate and discussion of existing and future practices” (Appelbaum and Gallagher, 2000: 50). Such a social environment serves as a platform upon which to test individual ideas and beliefs prior to their transformation into organisational knowledge.  (Stonehouse and Pemberton, 1999; and Stonehouse, 2005)

Individual learning arises from a person’s experiences, and experiential learning through critical reflection on activity and performance, from study and analysis, from creative thinking, and from testing and experimentation (Kolb et al., 1991). Ultimately it is the development of new knowledge and its application in the systems, activities, structure, relationships and culture of the organisation, which enhance both individual and organisational performance.

It is important to consider the nature of learning before discussion of the concept of organisational learning. Jackson (1993) “identifies two fundamental and conflicting theories of learning, the behaviourist or stimulus response approach and the cognitive or information processing approach” (Stonehouse and Pemberton, 1999: 135). While the behaviourist approach suggests that learning takes place in response to changing stimuli in the competitive environment, the more complex cognitive approach implies that there is a ‘thinking’ element to the learning process.

If the cognitive approach is accepted then the importance of the organisation to both individual and organisational learning and creativity is immediately apparent. The organisation provides the social context within which all forms of learning take place. The social context of the organisation therefore has the potential to either facilitate or hinder both types of learning and creativity.

As Quinn (1992) points out “knowledge is ... one of the few assets that grows most - usually exponentially - when shared.” Quinn goes on to state that: “By concentrating on key elements of the learning process companies can leverage intellect enormously.”  To put this another way, organisations can have a significant impact on their own ability to learn and to create new knowledge. This is the subject of discussion in the next chapter of this thesis.
 
Organisational learning is concerned with “the building and adaptation of knowledge, but with more formalised storage, sharing, transfer and co-ordination of its knowledge base through its knowledge management systems.” (Stonehouse and Pemberton, 1999: 136)

The interaction between individual and organisational learning is a key element of creating new knowledge, and sharing and employing it within the organisation and its strategy. While individual learning is the spark to new knowledge creation, it is organisational learning that leads to the creation of new organisational knowledge and maximises the contribution to improved organisational performance and to competitive advantage.

Learning can be further categorized in several ways. Argyris (1992) identified the concept of ‘double loop learning’. Double loop learning does not only provide the immediate solution to a problem (Argyris and Schon, 1978; Argyris, 1992), but ‘develops principles that may inform and determine future behaviour’ (Stonehouse and Pemberton, 1999). Senge (1990a, 1990b) suggests concepts similar to single and double loop learning in the form of the concepts of ‘adaptive and generative learning’. While adaptive learning is concerned with learning which takes place reactively in response to environmental changes, generative learning leads to the development of new knowledge as the basis of new ways of doing business. 

Nonaka et al. (2000) argue that continuous knowledge creation is the key to competitive advantage. Knowledge creation takes place through four interlinked processes which form a ‘spiral of interaction’ between explicit and tacit knowledge and between individual and organisational knowledge. This spiral of interaction is known as SECI (socialisation, externalisation, combination, internalisation). Socialisation is the processes of sharing experiences and tacit knowledge between individuals. This can take place in both formal and informal settings. An example might be a younger member of staff working with a more experienced member to learn how a job is done. Externalisation involves articulating tacit knowledge into explicit concepts through models, metaphors, analogies. Combination is the systemising of knowledge in meetings, documents and computer networks. Finally, internalisation is the embodying of tacit knowledge into explicit knowledge. It is often based upon learning by doing. 

In addition, Nonaka and Takeuchi (1995) argue that knowledge creation is an essentially social process although Bukowitz and Williams (1999) argue information technology can play an important role in the storage and sharing of knowledge, thus acting as a catalyst in its creation.

At this stage it is important to make the important distinction between learning and creativity. Learning is concerned with the acquisition and absorption of existing knowledge and reflection upon current practices. Creativity, however, goes beyond learning into the creation of new knowledge, the development of new core competences and practices and their implementation throughout the business (Stonehouse and Pemberton, 1999; Stonehouse et al., 2001; Minocha and Stonehouse; 2006)

4.6	Critical Reflection and Contribution
 
4.6.1	Knowledge, Learning and Creativity – Creative Advantage
 
My research and publications have centred on developing an approach to strategy based upon knowledge, learning and creativity. The centre piece of this work is the premise that competitive advantage depends upon creating and exploiting new knowledge and that in today’s hypercompetitive, global, dynamic and turbulent business environment it is necessary for organisations to learn strategically and to focus on gaining creative advantage through the generation of new knowledge. This is because “Knowledge is a complex phenomenon: it is dynamic and constantly developing; it is social in nature and develops through the ideas of individuals and groups.” (Stonehouse, 2005: 21).

One significant contribution of my work has been to link the new knowledge and learning approaches to strategy to the more traditional approaches in the discipline. I have established the close links between knowledge and core competence in organisations – “competitive advantage arises from internally developed core competences or distinctive capabilities based upon knowledge developed through organisational learning.” (Stonehouse and Snowdon, 2007: 259). It is important to distinguish between an organisation’s competences and core competences when seeking to understand its competitive performance. An organisation must possess core competences, as distinct from the competences possessed by all the organisations in a particular sector, if it is to develop superior performance. My work has established that such core competences are based upon two particular types of knowledge: specific and tacit. Whereas all the organisations in a particular sector will possess the generic knowledge required to operate within it, the organisations which perform best possess specific knowledge which distinguishes them from their competitors. This may be knowledge of technology, of customers or of any strategically important dimension of their business. A further factor identified in my work is the need to protect core competences from emulation by competitors by safeguarding the tacit knowledge of its members and by sharing that tacit knowledge throughout the organisation (Stonehouse and Pemberton, 1999; Pemberton, Stonehouse and Francis, 2002; Stonehouse and Pemberton, 2005). Such tacit knowledge must be embodied in an organisation’s core competences, products and customer services, culture, technology, and systems (Pemberton and Stonehouse, 2000). 

If it is accepted that creating and sustaining superior performance are dependent upon the formation of new knowledge then organisations must focus on improving the processes through which learning occurs and knowledge is created (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Stonehouse and Pemberton, 2005; Stonehouse, 2005) and upon the organisational surroundings in which this takes place (Chapter 5).

The fundamentals of individual and organisational learning and of knowledge creation have been well established through the work of Argyris (1977, 1992), Argyris and Schon (1978), Senge (1990a), Nonaka (1991), and Nonaka et al. (2000). My contribution has been to emphasize and develop the importance of the cognitive and social dimensions of learning and creativity (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Stonehouse and Pemberton, 2005; Stonehouse, 2005; Minocha and Stonehouse, 2006). Essentially I have helped to develop the concepts of triple loop learning, strategic learning and creativity, together with the idea of creative advantage. Argyris and Senge respectively introduced the ideas of single and double loop learning, and adaptive and generative learning. Double loop and generative learning were seen as the basic sources of new knowledge. My work has focused on the notions of organisational intelligence and strategic learning. These are concerned with an organisation understanding the need for and the nature of learning, and beyond this, creativity, so as to create an internal environment (organisational context or social architecture) which is supportive of learning and creativity. To put this another way: “strategic learning symbolises knowledge creation and transfer as a core philosophy within which to gain creative advantage” (Minocha and Stonehouse, 2006: 1350). It is therefore perhaps better to think of creativity rather than competitiveness as the key to performance excellence. 

The foundation of my work lies in ‘Learning and Knowledge Management in the Intelligent Organisation’ (Stonehouse and Pemberton, 1999). This paper develops the importance of the relationships between individual and organisational learning and the interactions of this process with the organisation’s learning context or social architecture. In particular, it stresses the importance of key processes in knowledge creation, what are termed learning loops, namely: individual learning; the group exposure of learning; the formalization and storage of knowledge; and the diffusion and co-ordination of knowledge within the organisation. It is the way in which the organisation reflects upon and learns about its learning processes which will assist in developing a social architecture which is conducive to creativity. These concepts and models are developed further in Pemberton and Stonehouse, 2000, Stonehouse et al., 2001, Pemberton, Stonehouse and Francis, 2002, Stonehouse, 2005, Stonehouse and Pemberton, 2005 and Minocha and Stonehouse, 2006.

Fundamental to strategic learning and creativity are the formation, sharing and exploitation of knowledge, and the importance of reflecting on practice in doing this. My work has emphasized the need to share ideas and knowledge at individual, group and organisational levels if the strategic learning process is to be accelerated (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Stonehouse and Pemberton, 2005; Stonehouse, 2005; Minocha and Stonehouse, 2006). The next chapter examines the role of organisation in supporting and facilitating learning and creativity and Chapter 6 explores how organisations can actively change to foster strategic learning and creativity.
 
Chapter 5 




While the previous chapters have considered the nature of competitive advantage, the means by which organisations seek to achieve it through their strategies, the role of knowledge, learning and creativity in its achievement, this chapter investigates the importance of the organisational context (Stonehouse and Pemberton, 1999) or social architecture (Senge, 1990a, 1990b) in providing an environment in which new knowledge can be created more readily. The chapter goes on to consider the ways in which the various dimensions of social architecture, namely leadership; culture; structure and infrastructure, influence the efficiency and effectiveness of organisational learning and creativity.

5.2	Organisational Context and Social Architecture

It is the nature of learning and creativity which places organisational context and social architecture at the centre of the processes involved. In the previous chapter it was established that learning and creativity are essentially cognitive, conscious, and experiential. Learning and creativity can be considered from a number of perspectives including sociological, behavioural, and technological. In the 1990s, probably largely because of the rapid pace of innovation in information and communications technologies, there was something of a focus on the contribution of technology to learning and creativity. This approach has largely been replaced by a socio-technological one which emphasizes the contributions of and interactions between technology and the social dimensions of organisation like leadership, culture, structures and systems. In the previous chapter the role of individual and organisational learning in the creative processes were considered and highlighted. Clearly, the social and technological dimensions of organisations can and do play an important role in either facilitating or hindering the activities and processes through which learning and creativity take place. 

Individual learning, organisational learning and creativity are interdependent processes which take place within what may be regarded as the context, setting or ecosystem of the organisation. Investigations have looked into the importance of factors like organisational climate (Amabile & Gryskiewicz, 1989), group interactions (Scott and Bruce, 1994) and organisational structure (Arad, Hanson, and Schnieder, 1997) in creativity. Nonaka et al. (2000) use the Japanese word ‘Ba’ to describe the organisational context for learning and creativity while Senge (1990) terms it ‘social architecture’. Whichever term is used this organisational setting within which knowledge is developed through learning and creativity consists of factors like leadership, culture, structure, infrastructure and systems.

Since social architecture will impact upon the efficiency and effectiveness with which leaning and creativity will take place it is necessary to consider each of the facets of organisational context and their potential impacts on knowledge creation. To put this another way, organisations will seek to ‘manage’ knowledge and its creation in a similar way to that in which they seek to manage other resources and assets like people and finance. In fact, many organisations have gone to great lengths to ‘learn about learning’ in order to develop cultures, structures, systems and behaviours which support learning and knowledge creation. There has been an increased focus on different aspects of learning and the potential organisational impacts upon them including the concepts of liminal learning (Turner, 1984) deuterolearning, second order learning/learning how to learn (Bateson, 1972), triple loop learning (Swieringa and Wierdsma, 1992) or learning about learning itself (Bateson, 1972; Argyris and Schon, 1996; Pemberton and Stonehouse,
2000). As Minocha and Stonehouse (2006) explain it:

“These concentrate on the ways in which organisations can improve the rate at which they learn by developing an effective learning culture (Aksu and Bahattin, 2005; Hampden-Turner and Trompenaars, 2006; Bell and Bell, 2005), leadership (Gigerenzer, 2006), systems (Karkkainen and Hallikas, 2006; Perrott, 2004) and structures (Hines et al., 2004). In other words these works either emphasise the importance of the learning space or ‘prescribe’ fluidity in the social architecture (Bogenreider, 2002) of the organisation.” (Minocha and Stonehouse, 2006: 1348)





The concept of leadership has been the subject of a multitude of academic studies and there are a host of articles and books on the subject in both the academic and business press. It is well beyond the scope of this thesis to explore this literature fully. Rather I will concentrate on that part of the literature which considers leadership in relation to learning and creativity.

In general terms leadership is based on developing a vision for the organisation in the future, ensuring that the vision and its supporting mission are shared and embraced throughout the organisation, then translating the vision into strategic reality through a strategy which embraces the creation of new knowledge which, in turn, is embodied in the culture, systems, processes, products and services of the organisation through continuous innovation. According to Reiter-Palmon and Illies, 2004: 59) “Leadership has been identified as a contextual variable contributing to the culture and climate of the organisation and perception of support for innovation” (Amabile & Ggryskiewicz, 1989; Cummings and Oldham, 1997; Isaksen, Lauer, Ekvall, & Brtiz, 2001; Mumford et al., 1997). Reiter-Palmon and Illies (2004) go on to identify the ways that leaders can influence creativity and organisational culture through a range of actions including: influencing the motivation of employees; performance evaluations; rewards; providing time and resources; effects on organisational culture and climate (social architecture), and; facilitating the cognitive processes involved in creativity.

Peter Senge’s seminal article ‘The Learning Organisation’ (1990a) sets out the major requirements of leaders necessary to foster creativity. Leaders in learning and creative organisations must be designers, teachers and stewards.

Senge (1990a) argues that leaders must develop a ‘creative tension’ in the organisation through building a shared vision of where the organisation wants to be in the future as against the current reality of where the organisation currently is. This tension creates the energy necessary to move towards the vision. Leaders play a major role in creating and resolving this tension by acting as designers, teachers and stewards. Leaders as designers devise and construct the ‘social architecture’ of the organisation which includes the vision, structure, culture, policies and strategies. This social architecture is fundamental to learning and creativity. In the context of organisational learning the leader also acts as a teacher or facilitator of learning. This involves developing people’s mental models by challenging and changing their hidden assumptions and getting them to restructure their views of reality. There is a focus on systemic structure and generative learning rather than patterns of behaviour (responsive learning) and events (reactive learning). This challenge to current ways of thinking is what leads to creativity and innovation.

Finally, the leader acts as a steward. Senge (1990a) calls this the ‘subtlest role of leadership’ and it is almost solely a matter of attitude. Stewardship by leaders exists at two levels. First, the leader must demonstrate stewardship (care) for the people they lead. Equally they must display stewardship for the purpose or mission that underlies the enterprise.

Senge goes on to develop the argument that there are three critical skills areas for leaders: building a shared vision; surfacing and challenging mental models, and; engaging in systems thinking. The skills involved in building a shared vision include encouraging personal vision, communicating and asking for support, visioning as an ongoing process, blending extrinsic and intrinsic visions, distinguishing positive for negative visions and surfacing and testing mental models. The subtlety in this task is encouraging the challenging assumptions without creating defensiveness. This includes nurturing systems thinking by focusing on the big picture, the underlying forces of change rather than the events themselves, seeing interrelationships between things, avoiding symptomatic solutions, and seeking dynamic innovation.





There is considerable literature in the field which identifies and explores the role and importance of organisational culture in learning and creativity (Bhatt, 2000; Davenport and Prusak, 1998; Davenport and Völpel, 2001; Gamble and Blackwell, 2001; Goh, 2002; Ives et al., 2000; McDermott and O'Dell, 2001; Nonaka et al., 2000; Pemberton et al., 2002; Schein, 1992; Senge, 1990; Skyrme, 2000; Stonehouse and Pemberton, 1999; Stonehouse et al., 2001, Stonehouse 2005, Tiwana, 2000). 

Organisational culture is in many ways intangible. It is a fuzzy concept and therefore difficult to define or measure. In broad terms organisational culture can be regarded as the shared values, attitudes, assumptions, beliefs and norms of a group that guide individual and collective behaviour and actions (Stonehouse and Pemberton, 1999; Stonehouse et al., 2004). The culture of an organisation therefore defines the social parameters for behaviour, decision-making and action within its boundaries. It is of specific importance to creativity and creative behaviours and actions. 

Several theorists provide useful perspectives on the nature of culture at all levels and specifically organisational culture and the ways in which we can represent this rather intangible concept. Schein (1999) conceptualizes organisational culture in terms of basic assumptions about behaviour; espoused values (shared principles, goals, standards, and philosophies) and; artefacts (visible and tangible products of organisation, such as buildings, language, clothing, technology, myths and stories, and visible behaviours).

Johnson and Scholes (2002) provide a useful construct for organisational culture in the form of the ‘cultural web’. This paradigm represents the intangible facets of culture in terms of the stories, symbols, rituals and routines, control systems, organisational and power structures which define purpose, existence and modus operandi of the organisation. By examining each of these facets of an organisation’s culture we are able to gain considerable insight into the influences on individual and group behaviours, and, of course, specifically into learning and creativity. Although the cultural web does not provide a universal definition of culture, it does provide a useful frame or tool through which to examine the various indicators of an organisation’s culture and hence the extent to which they facilitate or mitigate against learning. This point is discussed further in the section outlining my contribution to knowledge and practice in this area and is a key factor in the design of the section of the creativity audit which encompasses organisational culture.

At the level of national culture a number of researchers have identified dimensions, or characteristics, which define or describe national cultures (Adler, 1991; Hofstede, 1980, 1983, 1986, 1991, 1995, 1999, 2001; Schein, 1992, 1999). These cultural dimensions define cultures in terms of the character of relationships between people (i.e. power distance, collectivism versus individualism, masculinity versus feminism, universalism versus particularism, affectivity versus neutrality , achievement versus ascription), relationships with nature (the degree of uncertainty avoidance), human nature (truth versus reality), and time (long or short term view, cyclical or not). Whilst primarily designed to enhance understanding of culture at national levels, these dimensions can also be used as a paradigm for the exploration of facets of organisational culture. Again these dimensions are instrumental in shaping elements of the Creativity Appraisal (Chapter 6).  





The way in which an organisation is structured is an important element of its social architecture and will interact with its culture and communications especially in relation to its capacity and capability to learn and be creative. There are a number of theories of how organisational structure is determined. Mintzberg (1979; Mintzberg et al. 1998b) suggests two basic approaches to the formation of organisational structure, the contingency approach and the configuration approach. The contingency approach suggests that organisational structure will depend upon certain variable factors whilst the configuration approach suggests that a business can actively seek to determine a structure which is ‘fit for purpose’.

According to the contingency approach organisational structure will depend upon the nature of the business, its environment, its strategy, its age and history, its size and the scale and scope of its activities, its geographical reach, its technology, its leadership and culture, and so on.  According to Mintzberg the configuration approach will take account of relevant design parameters including: the need for job specialization and a consequent division of the organisation; the need to formalize and standardize work and processes; training programmes to provide employees with the skills and knowledge to do their jobs; development of organisational norms in workers; unit grouping - according to business function (e.g. marketing, finance, production etc.) and / or market served; unit size; planning and control systems; liaison and integrating devices, and the need for centralization or decentralization of decision making power. In fact, neither of these approaches really precludes the other.

In broad terms, organisational structure can either help or hinder learning and creative processes. For example, hierarchy can deter questioning of existing ways of doing things, functional structures can lead to a silo mentality and hinder thinking across internal organisational boundaries (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Stonehouse, 2005; Minocha and Stonehouse, 2006). These issues represent an area which has been considered extensively in my work and will be developed further in the contribution section of the chapter. 

5.6	Organisational Infrastructure and Communications

The remaining element of the social architecture of an organisation, alongside leadership, culture and structure, is its infrastructure and communications. Of course, developments in information and communications technology have been important in this respect but structure, culture and leadership style can all impact on the effectiveness of communications within an organisation and between the organisation and the stakeholders in its environment (Stonehouse and Pemberton, 1999) . Organisational communications systems can assist or prevent creative processes. Again these issues are considered in the next section of the chapter.

5.7	Critical reflection and contribution

The preceding discussion has explored and highlighted the importance of social architecture (leadership, culture, structure and infrastructure) to learning and creativity in organisations. This section critically reflects upon the importance of social architecture and my contribution to furthering understanding of how social architecture can be shaped to facilitate learning and creativity at an organisational level. My work has been important in developing an approach to learning and creativity which adopts a socio-technological perspective (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2002; Stonehouse, 2005).

The Intelligent Organisation (Stonehouse and Pemberton,1999) advances a number of important ideas with respect to how organisations can accelerate the processes of learning and creativity by seeking to understand them better and shaping the organisation to promote a culture of learning and creativity. In this respect the organisational context (or social architecture as Senge (1990a, 1990b) terms it) is of primary concern. Organisations must treat “learning as a cognitive process, with the organisation learning about learning and developing conditions which foster individual and organisational learning” (Stonehouse et al., 2001: 118). The organisational context can be viewed as consisting of four interrelated elements: leadership; culture; structure, and; infrastructure. By focusing on these key elements organisations can foster learning and creativity. Of these elements leadership and organisational culture are central.

Leadership is interwoven with and inseparable from a learning culture as “Organisational leadership provides a vision and strategic intent… that recognizes the importance of knowledge and provides a leadership style that supports learning and innovation” (Pemberton, Stonehouse and  Francis, 2002: 180). It is the leadership and its vision which act “as a vehicle for providing focus in the context of learning and learning related activities with leadership playing a vital role in steering learning within the organisation and encouraging a philosophy of continuous improvement based on sharing ideas, trust, experimentation and external vision” (Pemberton, Stonehouse and Francis, 2002: 180). 

Such leadership does not prescribe a particular organisational culture but fosters values, assumptions and behaviours which support learning and creativity such as valuing knowledge, encouraging questioning and experimentation, tolerance of mistakes, developing a desire for continuous improvement, valuing difference and different contributions, building trust to encourage knowledge sharing, fostering experience and experiential learning, continuous communication and developing a sense of common purpose throughout the organisation (Stonehouse and Pemberton, 1999; Stonehouse; 2005; Minocha and Stonehouse, 2006). Mintzberg et al. (1998a) provide support for this view listing celebration of success, absence of complacency, tolerance of mistakes, belief in human potential, recognition of tacit knowledge, openness, trust, and being outward looking as features of a successful organisation. 

The issue of organisational culture is further complicated by the increasingly global environment in which organisations operate and the plethora of national cultures, each with their own distinctive characteristics that this brings:

“Cultural diversity presents both an opportunity and a challenge in terms of knowledge creation” (Stonehouse, 2005: 20).

On the one hand the diversity of cultural background fosters creative tension and creative thinking. On the other hand, it can present challenges as the various dimensions of different cultures (Hofstede, 1980, 1983, 1986, 1991, 1995; Trompenaars, 1993; Adler, 1991) can paradoxically both foster and inhibit different aspects of learning at the same time. My 2005 paper provides a framework for developing deeper understanding of both national and organisational cultures in the context of fostering learning and creativity.

Perhaps organisational structure and infrastructure are less important than leadership and culture in nurturing learning and creativity but they nevertheless have a significant impact of their own. In the first place they inevitably impact upon and interact with the culture of the organisation. They also have an important role to play in the communication and sharing of knowledge within the organisation. There is an important dilemma for organisations in that the generation of knowledge depends upon “the interchange of ideas between specialists and experts in the same field while at the same time organisational knowledge should, by definition, be holistic, thereby guaranteeing that specialist knowledge from one area is integrated with that of another” (Stonehouse and Pemberton, 1999: 138; Stonehouse, 2005). The dilemma is that sharing specialist knowledge implies some sort of functional groupings while the requirement for holistic knowledge implies cross-functional interaction. Our work points to the use of project teams, along with more innovative matrix and network structures, as a way of achieving these rather divergent goals and of facilitating the sharing of knowledge throughout the organisation.

Our socio-technological approach implies that while technology has an important role to play in the storage and communication of knowledge it is a mechanism for supporting the social dimensions of creativity and is no replacement for the social interactions required for learning and creativity. It is still evident, however, that CIT has “played a vital role in providing the infrastructure needed to support network structures and organisational learning … The media and channels of communication that assist in the creation, storage, sharing and transfer of knowledge are an integral part of building the intelligent organisation, but are not the only resources required to create a learning context”’ (Stonehouse and Pemberton, 1999: 139)

One of the central arguments of my work is that the creation of new knowledge, and its application in the business, is critical to improving organisational performance. This resulted in the development of the concept of the knowledge-centric organisation. Drawing upon work done by KPMG (1997) which set out the stages of organisational development starting from knowledge chaotic, through becoming knowledge aware, knowledge enabled to ultimately developing knowledge managed and then knowledge centric, we mapped out the stages of the knowledge journey in detail and, more importantly devised a ‘knowledge audit’ for evaluating an organisation’s progress towards this goal (Pemberton Stonehouse and Francis, 2002; Pemberton and Stonehouse, 2004; Stonehouse and Pemberton, 2005). This knowledge audit is the precursor to the Creativity Appraisal concepts and toolkit developed in Chapter 6. The tool has been developed and applied in a range of organisations from Yutong (the largest coach manufacturer in Asia, 1999 – unpublished) to Black and Decker (Pemberton and Stonehouse, 2002; Stonehouse and Pemberton, 2005) and Severstal (the second largest steel company in Russia, 2005 – unpublished) to a range of SMEs in the North East of England (Kolosz, 2006 unpublished PhD thesis).

In essence, a knowledge centric organisation is likely to display the following organisational context or social architecture:

	‘Leadership – a vision and leadership style which facilitate learning and innovation and which fosters an organisational culture, structure and infrastructure conducive to individual and organisational learning;
	Culture (organisational) – fosters experimentation, the sharing of ideas and values learning and knowledge highly;
	Structure - fosters sharing of ideas by concentrating expertise together and at the same time has substructures and systems which allow ideas to be shared across the whole organisation (network or matrix structures, project teams and task groups);
	Infrastructure – the configuration and use of information and communications technology and systems to store and share knowledge.’ (Stonehouse, 2005; Stonehouse and Pemberton, 2005)










This chapter draws upon both the literature reviewed in the preceding chapters and upon my own contribution to research and the development of thinking in strategy. In the previous chapters it has been established that building and sustaining superior performance, are dependent upon strategic thinking and a strategy which distinguishes an organisation from other similar organisations. Developing and sustaining this distinctiveness is reliant upon organisational learning and creativity in terms of new knowledge which improves the performance of the organisation. To deliver distinctive and superior performance this creativity must result in innovation which gives greater levels of satisfaction to customers and/or clients. I prefer not to use the terms ‘competitive advantage’ and ‘competitors’, using instead ‘superior performance’ and ‘similar organisations’ as the concepts of learning, creativity, innovation and distinctiveness can be applied in any organisational setting, be it private or public sector, for profit or not for profit. My work is concerned with assisting organisations in seeking improvements in learning, creativity, knowledge creation, innovation so as to become distinctive and enhance performance.

The Creativity Appraisal began life in 1999 in its first iteration as the Organisational Learning Audit. My research and studies of the literature had led me to form an interest in understanding the contribution of an organisation’s social architecture (Senge, 1990) or learning context (Stonehouse and Pemberton, 1999) to its learning capabilities. As time progressed I began to recognise the need to go beyond learning, which tends to focus on existing knowledge, into the realms of creativity with a focus on knowledge creation and application in particular.

It is important to note that my research did not focus on individual learning and creativity, and the literature of psychology that explores and explains these areas is largely beyond the scope of this thesis. In the same way this thesis does not cover the subject of knowledge mapping. While this is an essential part of organisational learning, knowledge management and creativity approaches to knowledge mapping are well researched and well documented (Pemberton and Stonehouse, 2004; Stonehouse and Pemberton, 2005). Instead my focus has been on building an understanding of social architecture (organisational learning context) and its impact on learning and creative capability within organisations so as to provide a framework through which leaders and managers can develop a deeper understanding of their organisation’s creative capability and potential for development.

The main purpose of this thesis, besides providing an overview of my research and its contribution to strategic management, organisational learning and creativity, is the development of the Creativity Appraisal. The Creativity Appraisal provides a lens through which to examine the social architecture, or learning context of an organisation, so as to provide a deeper understanding of the organisation’s creative capability and potential.

The Creativity Appraisal has a number of antecedents in the work of the European Foundation for Quality Management (EFQM) on benchmarking organisational excellence (Yarrow, 1999; Pemberton, Stonehouse and Yarrow, 2001), the KPMG knowledge-centricity framework (KPMG, 1997) and the work of Skyrme (1999) as well as my own research in the area (Stonehouse and Pemberton, 1999; Pemberton and Stonehouse, 2000; Stonehouse et al., 2001; Stonehouse and Pemberton, 2005; Minocha and Stonehouse, 2006), much of which is documented in this thesis. The EFQM developed a tool known as Probe (Yarrow, 1999) which was designed to allow organisations to benchmark themselves and their performance against standards regarded as being ‘world class’. The benchmarking process produces a profile of the organisation against world class standards which allows management to identify areas of excellence and those areas where there is potential for improvement. This widely employed framework and technique gave an indication of how a similar frame might be developed to monitor the capability of an organisation in terms of the capacity of its social architecture to provide an environment supportive of learning, creativity and innovation.

The consulting group, KPMG (1997), identified five phases of development that companies undergo in seeking to develop knowledge management:

This gave an indication of the journey of development upon which organisations embark in order to create and manage knowledge. Again this was an important precursor of my work, giving an indication of the direction of travel towards a social architecture capable of promoting and sustaining creativity. It tended to focus, however, on the mapping of knowledge rather than providing an in-depth methodology for charting an organisation’s capability to support creativity.






6.2	Conceptual Basis of the Creativity Appraisal

The literature of organisational learning and creativity establishes that social architecture has an important impact on the capabilities of an organisation to enable creativity and to innovate as the basis of building and sustaining competitive advantage (Senge, 1990; Stonehouse and Pemberton, 1999; Skyrme, 1999; Nonaka, 1991; Stonehouse, Pemberton and Barber, 2001; Pemberton, Stonehouse and Francis, 2002; Pemberton and Stonehouse, 2002; Stonehouse and Pemberton, 2005; Stonehouse, 2005). The same literature also identifies various dimensions of social architecture and their potential impacts upon learning and creativity within an organisation. These are summarised in table 1 below. 

Table1: Dimensions of Social Architecture and Creativity
Dimensions of Social Architecture / Organisational Context	Potential for Facilitating Creativity
Leadership	Builds shared visionEncourages innovationEmpowers peopleCoaches, mentors and develops peopleEncourages sharing of ideasAdopts a consultative approachShows a high degree of stewardship for both people and the organisationDevelops a social architecture conducive to learning and creativity
Culture	Places value on:	Knowledge	Creativity and learning	Sharing of ideas	Trust	Constructive criticism and questioning	Devolved decision making	Allowing mistakes	Experimentation	Risk taking
Structure	Structure can facilitate teamworking and sharing through:Matrix / network structuresFlat structuresGrouping of expertsProject teams
Infrastructure	Extensive formal and informal communication networksHigh levels of communicationWell developed ICT infrastructureUse of knowledge sharing softwareMulti media storage of knowledge

Of course, where an organisation’s social architecture does not display or support all or some of the characteristics set out above there is potential for improving organisational performance through organisational development which moves its social architecture towards supporting characteristics which are likely to be supportive of learning and creativity.

These dimensions of social architecture have been used as the basis of design for the process and interventions known as the Creativity Appraisal.














Within each section, a number of sub-themes are examined, where respondents within an organisation indicate the strength of agreement with a number of statements using a five-point Likert scale. More detailed discussion is provided in Pemberton et al. (2002).

6.3	The Creativity Appraisal in Action

The successor to the Organisational Learning Audit was the Knowledge Creation Appraisal (Stonehouse and Pemberton, 2005) which led to the final development of the Creativity Appraisal, a tool for assessing the ability of the organisation to create new knowledge.





“These tools are distinct but interrelated. The former serves the purpose of gathering data on the ability of the organisation to create and manage knowledge in terms of its social architecture (leadership, culture, structure and infrastructure) while the latter is a means of representing the status of the organisation in relation to knowledge-centricity. It is important to recognise that the development of these analytical frameworks is an ongoing and continuous process.” (Stonehouse and Pemberton, 2005: 254)

The Creativity Appraisal is not simply a set of documents, although documents and questionnaires are integral to its effectiveness. Rather it is a process which serves a number of important purposes:

1.	It is designed to raise awareness of the importance of creativity, particularly knowledge creation and its application in the organisation. It introduces managers and employees to the concepts and processes of creativity and strategic knowledge management.

2.	It is a frame through which an organisation can evaluate its ability to support and nurture creativity

3.	It is a change agent for supporting organisational development which better facilitates creativity and innovation

The knowledge creation audit is a process which consists of the six stages:

1.	An introduction for managers and employees to the concepts of knowledge-based competitive advantage,  knowledge creation and management

2.	Completion of the knowledge creation appraisal questionnaires by selected individuals within the organisation

3.	Completion of knowledge creation appraisal questionnaires by groups within the organisation

4.	Analysis of individual and group questionnaires by the appraisal team

5.	Discussion of appraisal findings with key members of the organisation

6.	Identification of individual and organisational development requirements necessary to progress the organisation towards a social architecture which effectively supports creativity and innovation (Derived from Stonehouse and Pemberton, 2005)

The initial step in the appraisal is a briefing for all those designated by the organisation to take part in the appraisal to acquaint them with the concepts of strategic management, learning and creativity, and knowledge creation and innovation. At this stage no reference is made to the nature or importance of social architecture or organisational context to the processes of learning and creativity. A questionnaire  (Appendix I) is then administered to managers and employees designated by the organisation as participants in the process. The composition of the participant group is determined between the consultant and senior management and is representative of a range of levels in the organisation and covers all its functional areas. This enables the questionnaire to obtain a broad range of views and highlights similarities and differences of opinion between individuals and groups within the organisation.

The purpose of this questionnaire is to allow employees to express their views on the organisation’s social architecture in terms of its leadership, culture, structure and social architecture. The questionnaire employs a series of statements on various aspects of these dimensions of social architecture and participants are asked to indicate the degree of their agreement with each statement on a Likert scale of 1 to 5, where 1 indicates no agreement and 5 indicates strong agreement. A series of open interviews are also conducted with senior managers to obtain their views on the organisation, its social architecture and its creative capability. These provide important data for discussion in the group development sessions described below. Furthermore, it is desirable that the consultants are able to spend some time observing work and behaviour within the organisation to provide further evidence to validate the views expressed by managers in their interviews and respondents to the questionnaire.  

These results are then processed by the consultants but are not shared with the participants at this stage so as to allow a series of group discussions to take place without any prejudice which might arise if the results were known. The discussion groups are deliberately composed in two different formats:

1.	Groups which are selected to represent a range of levels of managers and employees from the organisation’s hierarchy

2.	Groups which are selected from single levels within the hierarchy but which represent a range of areas of activity across the organisation

These groups are not selected for any particularly scientific reason but rather because they tend to produce interesting and conflicting results. Each of these groups uses a blank appraisal questionnaire as the basis of their discussions and is directed to attempt to arrive at answers which represent a consensus among the group. Our experience is that a diverse range of views are expressed within the discussions and between the groups. 

At this stage, before inter-group discussion takes place facilitated by the consultants, the overall results of the individual questionnaires are shared with the participants. An inter-group discussion is then held between all the groups and the answers produced by the groups are then compared with each other and with the overall results of the individually completed questionnaires. This stage allows similarities and differences between the various results to be highlighted and, more importantly, the possible reasons for the differences to be discussed and analysed. The outcome of these discussions and the questionnaires is twofold:

1.	It gives all participants clearer views of the organisation’s social architecture, although it is often the case that participants identify and recognise different social architectures rather than a single architecture. This is still important as it highlights and surfaces similarities and differences of opinion which must be recognised by all.

2.	It generates a profile of the organisation’s social architecture in relation to the likely support that it provides for learning, creativity and innovation. This draws attention to areas of excellence but also to those areas where organisational development would be likely to foster improvements in creativity and innovation.

A summary of the results for the organisation are finally represented on a Creativity Grid (Stonehouse and Pemberton, 2005; Pemberton and Stonehouse; 2002). These results provide a snapshot of the organisation which can be used as the basis of an organisational development intervention designed to bring about changes in various dimensions of the organisation’s social architecture so as to improve the levels of support that it provides for learning and creativity. It is beyond the scope of this paper to explore the organisational development interventions which might be employed so as to achieve change. Progress by the organisation towards its desired goals of change in its social architecture can be monitored by repeating some or all parts of the audit process at points in the future.  

The appraisal is conducted with employees at all levels across the organisation. On its own, this provides a useful way of assessing the organisation’s approach to knowledge management issues. It must, however, be supplemented by interviews with senior personnel to examine areas of strategy and management, issues not generally familiar to all employees. Furthermore, observation of the working environment to validate the claims made by interviewees and questionnaire respondents allows a more thorough assessment of whether the template characteristics are indeed present. Ultimately, this final assessment is made by the researcher in the light of the pluralistic research conducted.

The major outcomes of the process are a profile of the organisation’s ability to create and manage knowledge and a raising of awareness of knowledge and its importance to the performance of the organisation. Without such an assessment it is very difficult for an organisation to identify its current status in terms of the knowledge journey and the development areas required for future progress.  

6.4	Critical Reflections on the Creativity Appraisal

The Creativity Appraisal has proved a useful tool in assessing certain dimensions of learning and creative capabilities within organisations. In this respect, its continuing evolution over a period of years has been instrumental in improving its effectiveness. It seems to be of greatest value in raising awareness of organisational facilitators of, and barriers to organisational learning and creativity in terms of the social architecture embedded within a particular organisation. Its use, however, must be placed in the context of a number of health warnings. First, it provides only a limited snapshot of an organisation’s social architecture at a particular point in time. Of course, social architecture changes over time, and indeed one of the reasons for conducting the audit is as a means of precipitating change. The appraisal must therefore be repeated over time to identify changes in social architecture that are occurring. It also provides a macro perspective of the social architecture and does not examine its many dimensions at a micro level, in detail.











This chapter revisits my research aims and objectives, provides a critically reflective summary of the contribution of my work to the theory and practice of strategic management, particularly the area of creativity. It also explores the limitations of the research and contributions, before identifying my future research directions.

7.2	Research Aim and Objectives Revisited

In Chapter 1, I identified the overall aim of the thesis:

To develop a conceptual framework which assists organisations in the evaluation of their learning and creative potentials

In support of this aim, the main objectives of the thesis were stated as:

1.	To investigate and critically evaluate the role of knowledge, learning and creativity in strategy and strategising
2.	To identify and critically evaluate the factors influencing learning and knowledge creation within organisations
3.	To situate the work of the author in the context of the literature of strategic management, organisational learning and knowledge creation
4.	To explain and evaluate the research methodology and methods which underlie the individual articles which comprise the main body of the thesis  





My contribution to knowledge has been in the areas of strategic management, organisational learning and creativity, particularly in terms of the importance of organisational context or social architecture in supporting creativity.

In strategic management, I have demonstrated a contribution in terms of developing a holistic approach to the making and doing of strategy (Stonehouse and Pemberton, 2002; Stonehouse and Snowdon, 2007) and in showing that each of the seemingly conflicting approaches to the subject (Mintzberg et al., 1998a; McKiernan, 1997) merely provide different perspectives or lenses through which the issues of developing and implementing strategy can be viewed. This I have termed the knowledge-based approach to strategy, deriving from all the other approaches to the discipline but particularly the learning approach (Stonehouse and Pemberton, 1999; Stonehouse et al., 2001; Pemberton and Stonehouse, 2000; Stonehouse and Snowdon, 2007). My work on developing and protecting knowledge assets as a source of competitive advantage, together with a managers’ guide, demonstrates a significant contribution to practice as an output of mode 2 research. There are of course limitations to my work in this area and I cannot claim to have devised a fully integrated and functioning, holistic approach to strategic management but I have contributed to the complementary use of its concepts, tools and frameworks. 

I have contributed to examining and clarifying certain major concepts within the discipline specifically competitive advantage and strategic planning, strategic management, strategic thinking and strategic leadership. One of the most important of my direct contributions to the discipline has been around understanding the limited impact of the theories on the work of practicing strategists (Stonehouse and Pemberton, 2002). 

It was my work on integrating the various approaches to strategy into a knowledge-based approach which led to the later focus of my work on learning and creativity in organisations (Stonehouse and Pemberton, 1999; Stonehouse et al., 2001; Stonehouse, 2005; Stonehouse and Snowdon, 2007). Within this work I have helped develop a view of knowledge as an organisational asset, developed through learning and creativity, which contributes to improving organisational performance.









I have discussed some of the conceptual and practical limitations of my work in the preceding sections and I will therefore not revisit them at this stage. Probably the most important limitation of this work is one which applies to many other PhDs undertaken by publication: it is rather fragmented. This is inevitable as it involves work undertaken over a very long period of time and represents the journey which I have undergone as a researcher. Nevertheless completing my doctorate by this route marks an invaluable learning journey and the act of reflecting on past work in this way is of huge importance to my personal learning, to recognising its strengths and limitations, and in setting the future directions of my work. In fact, it was surprising how little post-hoc rationalisation of the research projects and publications was needed.

Associated with the rather fragmented nature of a PhD by publication, which represents a journey where the destination was completely unknown at the outset of the work upon which it is based, is a rather complex set of methodological issues. In epistemological and ontological terms I have progressed from a fairly firmly entrenched positivistic stance to a position where I favour an approach which is less deterministic, is more inductive and embraces a range of quantitative and qualitative methods. I have always had difficulty placing myself in a particular philosophical or methodological camp and I still do. This has meant that I have adopted and still tend to adopt a rather pragmatic approach to my research with each project being considered in terms of which approach is more likely to obtain useful data to support my efforts to conduct mode 2 research with both theoretical and practical value.

There are also important theoretical limitations to my work. The eclectic nature of strategy, learning and creativity means that I have had to draw upon concepts and theories from a range of disciplinary areas including economics, organisation theory, systems theory, psychology and so on. Inevitably, this 
gives rise to a danger that my coverage of the theoretical and conceptual work in certain of these areas is less deep than I would have liked. Whilst I fully acknowledge this as a limitation I do not believe that it has seriously undermined the value of my work.





The thesis represents a snapshot of my research journey at a particular point in time. Up to now my research has centred on clarifying some of the central concepts of strategy, developing a knowledge-based approach to strategy, investigating the nature of learning and creativity, and, most importantly, building understanding of organisational context on learning and creativity. This in turn produced the Organisational Creativity Appraisal tool.

	This research is clearly still ongoing and, in particular I am particularly interested in the following related areas:

	The impact of national cultural dimensions on organisational cultures and, in turn, on learning and creativity

	Building understanding the nature of interventions which might be used to aid organisational development with a view to increasing the creative capacity of social architecture of organisations 

	Research into the nature of leadership and its potential for both directly supporting leading and creativity and for its potential to change social architecture. 

These are logical continuations to my previous research and will enable the organisational creativity appraisal tool to give greater insight into the creative capability of an organization and will potentially lead to even greater impact on the practice of management in delivering creativity.
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The purpose of this document is to form part of the process of evaluating the extent to which organisational learning and creativity is facilitated within your organisation.  You are required to complete the following questions individually, indicating your own beliefs about your organisation.  Your answers will be treated in strict confidence.  No one outside of the appraisal team from will be allowed to see your answers. You will then discuss the questions in groups and arrive at group answers.  The answers will enable you to evaluate how effectively many aspects of organisational learning and creativity are facilitated within your organisation.  The answers will then be discussed with the NBS appraisal team.
In short the appraisal consists of the following stages:

1.	Introduction to the concepts of creative competitive advantage
2.	Individual completion of organisational creativity appraisal questionnaires
3.	Group completion of organisational creativity appraisal questionnaires
4.	Analysis of questionnaires by the appraisal team
5.	Discussion of appraisal findings with appraisal team
6.	Identification of organisational and staff development requirements necessary to facilitate improved organisational creativity





















Read each statement and determine to what extent you agree that it applies to your organisation.  Circle the appropriate number to indicate the extent to which you agree or disagree with the statement.

5 = strong agreement with the statement
through to 1 =  strong disagreement with the statement
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